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In a written communique provided to reporters on Oct. 19, Finance Minister Luis Carlos Bresser
Pereira said Brazil will lift its suspension on interest payments to private banks only after a
refinancing agreement is completed. The minister's statement contradicted recent press reports
in Brazil indicating that the government had agreed to resume interest payments in an effort
to accelerate negotiations on refinancing $7.3 billion in debt service for the 1987-1988 period.
Brasilia declared a unilateral interest payment moratorium in February on nearly $70 billion of
private bank debt. Bresser Pereira's communique was presented to the press in Curitiba, capital
of Parana state, 843 km. southwest of Rio de Janeiro. In a meeting with Parana businesspersons,
the minister said Brazil plans to offer a symbolic payment to creditor banks and governments if
and when significant progress in the negotiations occurs. Bresser Pereira added that such symbolic
payment would not imply suspension of the moratorium, but refused to provide details on the
contemplated amount of such payment. The minister stated that the creditor bank committee
has suggested a so-called symbolic payment equivalent to two months worth of overdue interest
payments under existing agreements. According to Bresser Pereira, payment of this amount would
be tantamount to lifting the moratorium; consequently, Brasilia has rejected the committee's
suggestion. In the communique, the minister asserted that the Brazilian government is "very
interested in collaborating with the banks" to avoid a reclassification of Brazilian debt as "valueimpaired." A US government interagency exposure risk committee meets in Washington Oct. 26.
If the country's commercial bank debt is thus downgraded, US banks would be obliged to write off
a certain percentage of their Brazilian loans. The principal point of tension in the negotiations has
been Brasilia's refusal to seek an agreement with the International Monetary Fund (IMF) which
would inevitably mean the implementation of recessionary policies. Bresser Pereira said he did not
believe Brazilian loans would be declared value-impaired, notwithstanding the absence of an IMF
agreement. (Basic data from AFP, AP, 10/20/87)
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